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THE NET VOLUME OF SAVING IN THE UNITED STATES 

MEASURED BT THE INCREASE IN THE TOTAL WEALTH OF THE COUNTRY 
By Willford I. King, National Bureau of Economic Research 



Part II 



F. AN INDEX OF THE VOLUME OF NET SAVINGS IN THE 
CONTINENTAL UNITED STATES 

The purpose of this section is not to measure the absolute volume of 
savings in the country, but merely to obtain an index representing the 
relative changes from year to year in the total volume of the savings of 
the American people. This index is made up of three components, 
namely, business savings, personal savings, and governmental savings. 
Although these three categories are in many respects separate, they are 
frequently inversely correlated, for the credits in one class often 
represent debits in another. Thus personal savings and business sav- 
ings may be invested in government bonds issued to obtain money for 
current expenses. In this case, although individuals and business firms 
are increasing their wealth, the government is evidently increasing its 
debt by an equal amount without accumulating any offsetting assets, 
and no net social saving has resulted. An index of total savings ought, 
therefore, to be made up of items representing respectively the three 
categories mentioned. 

The estimate here presented of the savings made by the various 
business enterprises of the United States is based primarily upon the 
study recorded in Volume II, Section 24e, of Income in the United 
States; 1 but the totals are different because the estimates of agricultural 
savings have been revised. Of course, also, the amounts saved each 
year from the personal incomes of the inhabitants are very large. 
Since these latter amounts are not recorded directly they can only be 
estimated from the volume of investments recorded in certain fields. 

Business enterprises which have adequate accounting systems, in 
calculating their surpluses for the year, always make an allowance for 
depreciation. If we are to compute the aggregate net saving made 
from personal income, it is similarly necessary to deduct from gross 
savings amounts which have been lost, wasted, or consumed during the 
period. As a matter of fact, the data available are not sufficiently 
complete to enable us to measure the volume either of gross or of net 

1 By the National Bureau of Economic Research. 
3 
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personal savings. It is believed, however, that by combining the 
annual increases in the respective volumes of certain types of assets an 
index is obtained which shows with a moderate degree of accuracy the 
relative amounts of net savings from personal income occurring in dif- 
ferent years. The items combined to form this index are : 

1. The increase in savings banks deposits in the United States. 

2. The value of new buildings constructed in the United States, less 
the loss to existing buildings arising through fire and depreciation. 

3. Total increases in the net assets of all insurance companies. 

4. The face value of new issues of bonds listed on the New York 
Stock Exchange. 

5. The value of the net increase in the number of passenger automo- 
biles owned in the United States. 

6. The net increase in holdings by American individuals or firms of 
foreign securities or other property. 

All of these items seem to represent not only gains in individual 
wealth but, in most instances, growth in social wealth as well. As 
savings banks gain in deposits they normally add to their investments 
in productive enterprises. If new building is more than sufficient to 
offset the deterioration of existing buildings, there is evidently a net 
increase in the national wealth. Larger assets of insurance companies 
mean, as a rule, larger loans to entrepreneurs for the purpose of expand- 
ing industrial equipment. The proceeds of new l bonds listed on the 
New York Stock Exchange are utilized for like purposes. 

While Orientals put their personal savings largely into gold or jewels, 
Americans build better houses, lay out more beautiful grounds, buy 
more elaborate furniture, and purchase more expensive automobiles. 
We have no record of the value of furniture amassed, but we have at 
least an inkling of the volume of that saving which takes the form of 
new pleasure cars. An estimate of this quantity has therefore been 
entered in the record. 

In addition to noting variations in the value of private wealth located 
in the United States it is necessary to consider changes that have 
occurred in the debits and credits of people abroad in their business 
dealings with our inhabitants. Before 1914 the people of the United 
States usually increased their debt to Europe each year. Since that 
date the reverse has tended to be true. The present worth of claims 
against Europe is of course a matter of much uncertainty. In con- 
structing this index the simple course has been followed of counting 
them at their face value. 

The inclusion of all of the above items in an estimate of personal sav- 

i Bonds not issued for refunding purposes. 
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ing in the United States seems logical. Although it is evident that they 
are not entirely independent but overlap in many instances, there 
seems, nevertheless, no reason for believing that their sum may not be 
used to advantage as an index for measuring the changes from year to 
year in the volume of net personal saving. At first thought it appears 
that the accuracy of this index might be improved by increasing the 
number of items upon which it is based. Careful consideration, how- 
ever, has shown that some ostensibly satisfactory criteria in reality 
either are not measurable or fail to meet our needs. Examples of 
items which have been rejected on such grounds are (1) new stocks 
listed on the New York Exchange, excluded because stocks are sold 
only rarely at par for cash, and in many instances have no par value, 
and (2) gains in demand deposits in banks, excluded because they 
generally represent business borrowing rather than personal savings. 

By adding together the six included items a sum is arrived at which is 
believed to represent moderately well the changes in the volume of 
personal saving from year to year. If to this sum we add the increases 
in the business savings of the country and subtract from the sum the 
increases in the national debt, the remainder may be considered a 
reasonably good index of the total volume of net savings in the United 
States. It is of course evident that it is only an index and must be 
expected to vary widely from the absolute total of the national savings. 
Unfortunately, our estimates for business savings do not cover the 
years preceding 1909, and our records of foreign debits and credits for 
the years before 1914 are extremely crude; hence the volume of saving 
for earlier years must be estimated on the basis of personal savings and 
national debt only. Building estimates form one of the important 
items in personal savings. These, for the earlier years, have been 
founded upon very tenuous assumptions. It follows, then, that while 
the estimates for 1909 and the later years are believed to be fairly 
satisfactory, the figures presented for the years preceding 1902 must be 
considered as having only slight value; hence it does not appear desir- 
able to carry the computations for that period any further than is done 
in Table II. The figures in column D of that table serve to show some- 
thing of the movements of savings during the two decades preceding 
the year 1909. 

The fact should be noted that column K represents four-fifths of the 
inverse x of the changes in the debt of the federal government. The 
statement is made in the form of credits in order to make it comparable 
with the items in the other columns, all of which are stated in positive 
form. The reason for recording a part rather than the whole of this 

1 All signs changed from plus to minus or vice versa. 
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quantity is that the use of the whole would presumably tend to give 
this item too much weight in the composite index. The sum of personal 
savings shown in column D is probably about four fifths of the actual 
total of personal savings in the United States, and column K has there- 
fore been reduced in somewhat the same proportion to prevent relative 
overweighting. It is possible that the item of business savings should 
be similarly reduced, but the data in this connection are believed to be 
better criteria of national saving than are those entered in columns D 
and K, and hence no reduction has been made. 

Table II makes it clear that while the volume of saving by business 
concerns varies directly with the waves of business activity, the extent of 
private saving is much less closely correlated with the economic cycle. 

G. THE TOTAL ANNUAL SAVINGS OF THE PEOPLE OF THE 
UNITED STATES 

At first thought it might seem that if the value of the wealth at the 
beginning of the year were subtracted from the value of the wealth at 
the end of the year, the net result would be the annual savings measured 
in terms of money. More careful consideration indicates, however, 
that because of the manner in which wealth is currently valued, a 
figure arrived at in this manner has little significance. 

As previously pointed out, the current valuation of durable goods 
depends as much upon the views generally prevailing at the moment 
concerning the future course of prices, interest rates, etc., as it does 
upon any definitely known facts concerning present income or physical 
wealth. The value of existing wealth, therefore, varies greatly with 
every change of community opinion, with every wave of pessimism or 
optimism. It seems absurd, however, to say that because people have 
suddenly become more hopeful, the nation has thereby accumulated 
billions of savings. It appears, therefore, that estimates of the na- 
tional wealth can be safely utilized only as starting points upon which 
to base estimates of national savings, and that a rather roundabout 
calculation is necessary to arrive at anything approaching a logical 
estimate of the savings of the country. 

The calculation here presented is founded upon the following 
assumptions: 

1. Saving should be measured as a differential between valuations 
derived by a constant mode of reasoning from trends of income and 
should not be calculated upon the basis of merely momentary condi- 
tions and opinions. 

2. The present value of wealth depends upon anticipations con- 
cerning income to be derived from present wealth in the future and not 
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at all upon estimates of income to be obtained in the future as payment 
for personal services. 

3. The average ratio between wealth and income from property and 
entrepreneurial efforts over the period 1909 to 1915 inclusive probably 
furnishes a moderately good criterion of the ratio which the beliefs and 
feelings of the community normally fix between these quantities. 
Greater accuracy can be secured when records for more years become 
available. The ratios for 1916 to 1918 as shown in Table III, column 
D, have not been used in computing the average, since it appears that 
the unusual price inflation made them abnormally low. 

4. Total national saving probably bears an approximately constant 
ratio to an index of business, private, and public savings combined. 

The principles just enunciated are exemplified in Tables III and IV. 
All values have been reduced to the price level of 1913 in order to 
eliminate fictitious increases in wealth due to changes in the value of 
money. 

The purpose of Table III is to ascertain the total national saving for 
the nine-year period, 1909-18, as measured in terms of dollars of 1913. 
Since the normal ratio of the current value of all property in the United 
States to the annual income of entrepreneurs and other property 
owners seems to be around thirteen to one, it follows that if currency 
changes affect about equally the values of direct and indirect (consump- 
tion and production) goods, the wealth of the country, when converted 
into terms of constant purchasing power, ought to be approximately 
thirteen times the income of the above-mentioned classes, when such 
income is expressed likewise in terms of constant purchasing power. It 
is indeed true that for any given year a ratio based upon physical 
quantities of wealth and physical quantities of income probably would 
vary greatly owing to differences in climatic conditions or to disturb- 
ances in industrial conditions. However, it seems probable that a 
moving average of such ratios calculated on a three or four year period 
would fluctuate but slightly. It is such a ratio that we are attempting 
to approximate by averaging the ratios in column D for the years 1909 
to 1915. 

Evidently the application of this average ratio to the purchasing 
power income for different years will scarcely give results for individual 
years which possess much merit, but the chances are that the error in 
any given year will be too small to affect materially the total difference 
between the respective wealth estimates for the end of 1909 and the end 
of 1918. The figure $46,115,000,000, calculated in the manner de- 
scribed, 1 may then prove to be fairly close to the actual increase in 

» See Table III, column F. 
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wealth during the nine year period, if such wealth is, in each year, 
measured in terms of 1913 dollars. Since this estimate is the figure 
upon which all later results depend, it is manifestly worth while to test 
its accuracy with as much care as possible. It represents an increase 
in wealth of about 24.4 per cent, which increase is equivalent to about 
one seventh of the total income during the nine years. This seems 
to be a surprisingly large fraction. Is it not probable that it is so 
large merely because of some error in the basic figures? 

Manifestly, if the calculated increase in wealth, as shown in column 
C of Table III, is greater than the facts warrant, it will make the dif- 
ference between 1909 and 1918 too great. As a matter of fact, nothing 
in the mode of deriving the indexes used in computing Table I causes 
us to suspect that their slope is materially at fault. 

But even if the slope of the items in column C is correct, if the ab- 
solute size of the items throughout is exaggerated the distance between 
the extremes will be exaggerated in the same degree, and an error will 
arise from this source. As a matter of fact, it appears more probable 
that the Census of Wealth, in compiling property values, has omitted 
many very valuable items, such as parks and other public property, 
from its totals than that it has duplicated other items of value. The 
chances are, then, that the volume of saving is not exaggerated because 
of this reason. 

If the ratios shown in Table III, column D, for the last three years 
are included in the average, that figure will be reduced to approximately 
12.2 instead of 12.9. Such a change would affect the results by only 
about 5 per cent. Evidently errors from this source cannot be con- 
sidered of major importance. 

Although the evidence at hand shows no reason for doubting that 
46.1 billions of dollars of 1913 value represents approximately the 
extent of the saving during the nine years, it nevertheless seems worth 
while to test the accuracy of this figure by another set of computations. 
If wealth has increased at any such rate some evidence of the fact 
should be shown not only by the increase in the value of property rights 
represented by securities, but also by the increase in those tangible 
physical assets, the numbers or quantities of which have been recorded 
from time to time. 

Table IV is made up of a collection of data which indicate the changes 
in the quantity of a limited number of items which are used as criteria 
because they are the best available. It is evident that they do not 
cover all of the important categories of wealth and that the units are 
not exactly comparable in nature at the two dates. 

It is probable, however, that while the quality of some units — for 
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FOOTNOTES TO TABLE IV 
ON PAGE 464 

1 Yearbook of Agriculture, 1920, p. 808. 

2 U. S. Census; Preliminary Reports for 1920. 

8 Value in millions of dollars at prices of 1914; computed from Census figures. 

* Statistical Abstract of the United States, for 1920, pp. 325, 335, 367, 594, 811, and 818. 

5 Used as a measure of the total supply of equipment. 

6 Statistical Abstract of the United States for various years. 

7 United States Census of Central Electric Light and Power Stations, 1917, p. 49. 

8 United States Census of Manufactures, 1909, Vol. VIII, p. 511 and the 1919 Census Reports for 
sample States. 

• Automotive Industries; January 15, 1920, p. 111. 

10 Annual Reports of the Secretary of the Navy. 

11 Items in Table I divided by indexes of wholesale prices. 

12 Weights have been chosen with a view to making the totals for the given groups of items roughly 
equal to the total value of this variety of wealth in 1918 as estimated in Table I. The weights assigned 
to the respective items indicate the relative importance attached to each as an indicator. 

" United States Office of Public Roads, Bulletin 41, p. 41. 
l * Statistical Abstract of the United States for 1918, p. 297. 

16 Estimated from United States Forest Service Bulletin, Our Timber Supply, 1914. 
16 Greeley, William B., Timber Depletion and the Answer, United States Department of Agriculture, 
Circular 112. 
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example, freight cars — has improved, others like woodland may have 
grown poorer. The errors are, then, presumably to a large degree 
compensating. 

Unfortunately, data are, in some instances, not available for 1909 
and 1918, the two specific years desired. It has therefore been 
necessary in a number of cases to take in the decade 1909 to 1919. The 
inclusion of the extra year will of course make the computed percentage 
of increase for the period slightly too large. 

The weighted average obtained by this method indicates a wealth 
increase for the period of about 33 per cent. If this be reduced by 
about one-fifteenth to allow for the error just mentioned, the estimated 
increase is reduced to 31 per cent, which is even larger than that ob- 
tained by the operations recorded in Table III. True, the weights 
used are necessarily more or less arbitrary, and experiment shows that a 
shift to other weights which seem almost as logical may change this 
result by as much as 2 or 3 per cent. Even after allowing for this 
degree of divergence, the estimate that the people of the country actu- 
ally saved $46,115,000,000 in the nine years ending December 31, 
1918, still seems more in danger of being too low than too high. 

It is undoubtedly true that much saving can be accomplished without 
abstinence, for in the case of very wealthy persons it may be easier to 
save a large fraction of the income than to spend it all. However, such 
saving plays but a minor r61e in the national total. Certainly, almost 
anyone could spend $50,000 a year without difficulty. The total in- 
come of persons receiving more than that amount annually was, how- 
ever, only $2,730,000,000 in 1918. 1 If we deduct from the sum just 
mentioned $50,000 for each of the persons in the higher income classes, 
the remainder will be only $657,000,000, or less than a seventh of the 
normal annual savings of the people of the nation. Although, then, 
much of the actual saving may cause relatively little sacrifice, it is 
evidently not true that any considerable proportion of the huge ac- 
cumulation in the nation comes about simply because it is easier to 
save the income than to spend it. 

Having estimated the total savings of the nation for the decade, the 
problem still remains of apportioning this sum among the various years 
of the period. No accurate method of accomplishing this end is 
available, but it seems probable that if the amount is assumed to be a 
constant multiple of the index of saving derived in Table II, the error in 
the resulting products will not be unduly large. This process has been 
carried out in Table V. 

Table V brings out some interesting facts. It appears that the 

1 See Income in the United States, Vol. I, Table 27. 
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normal fraction of the national income saved is about one-seventh; 1 but 
that in a year of exceptional business prosperity like 1916 this fraction 
increased to one-fourth, while the war expenditures of 1918 actually 
used up not only all of the current income but also a very small fraction 
of the previously existing wealth of the country. If we measure values 
in terms of dollars of 1913 purchasing power, the saving of the country, 
during the decade under discussion, amounted to about $55 annually 
for each inhabitant of the United States. 

Most readers will, presumably, not be surprised to learn that there 
was no net saving in the war year of 1918, but they may be inclined to 
doubt that the people of the nation actually added to their wealth in 
1916 more than 12| billions of dollars. Is such a figure reasonable? 
This question can best be answered by studying the statistics of total 
income measured in dollars of uniform purchasing power. 

The income of all the employees in the Continental United States 
had been averaging about 19 billions a year for several years preceding 
1916. In that year it increased suddenly to 21§ billions. If the sav- 
ings of this class in ordinary years amounted to one billion dollars, it 
seems that in 1916 they may easily have laid aside 20 per cent of this 
extra pay, thus arriving at a total of 1| billions. 

Apparently, in the earlier years of the decade, entrepreneurs and 
other property owners had been in the habit of spending about 10§ 
billions and saving about 4| billions a year. If in 1916 they spent 10| 
billions as usual, there still remained nearly 10 billions for savings. 
In this case the 11.4 billions of savings would be approximately ac- 
counted for. 

Unfortunately, we have no accurate evidence concerning the re- 
spective total savings of entrepreneurs and employees; but if the line 
of reasoning given above is correct, some interesting deductions follow. 
If we speak in terms of 1913 prices throughout, the 27,000,000 em- 
ployees probably saved during the decade 1909-18 from their total 
income of 189 billions of dollars some 10§ billions of dollars or an an- 
nual average of $40 each, while each spent some $650 a year to support 
himself and his dependents. During the same period, the 6,400,000 
farmers of the country and an unknown number of urban owners of 
farm land and farm mortgages received together some 54 billions of 
dollars. The average farmer's income must, then, have been notice- 
ably below $850 per annum. 2 Out of the net value product of agricul- 
ture, the savings amounted to about 6,713 millions of dollars 2 or over 
afarmer per annum. 



i The fact should be kept in mind that this total includes additions to the stock of consumption goods 
as well as improvements in business equipment. 

2 Recent estimate by the National Bureau of Economic Research. 
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The average farmer therefore spent for himself and his dependents 
something materially less than $750 per annum, a sum which, however, 
in comparison with the average income of other entrepreneurs is not 
quite so meager as it appears, since a considerable share of the farmer's 
income consists of farm products consumed at home and these farm 
products are valued at farm prices which are on the average not more 
than half as high as the urban resident must pay for the same articles. 

Aside from the farmers there are in the country about 3,300,000 
entrepreneurs, and these receive on the average a total annual income of 
a trifle over 11 billions of dollars, or nearly $3,400 each per annum. 1 
Out of this total these entrepreneurs probably saved, either directly 
or through their business enterprises, some 37 billions or slightly over 
$1,100 per man annually, leaving something under $2,300 each which 
they spent yearly for the consumption goods used by themselves and 
their families. 

TABLE VI 

THE WEALTH OF THE UNITED STATES, MEASURED IN DOLLARS HAVING 
THE SAME PURCHASING POWER AS IN 1913 

Computed according to mathematical rules with unchanging principles of valuation applied throughout. 

Base, January 1, 1912 



A 


B 


C 


D 


Beginning of year 


Wealth at beginning 

of 1912 measured in " 

dollars of 1913 value l 

(millions) 


Net saving during 

year measured in 

dollars of 1913 value * 

(millions) 


Wealth at beginning 

of year measured in 

dollars of 1913 value s 

(millions) 




$187,409 


$5,231 
5,509 
4,289 
5,298 

4,880 

4,140 

7,381 

11,401 

7,162 
-1,196 


$172,380 




177,611 




183,120 


1912 


187,409 




192,707 




197,587 




201,727 


1916 


209,108 




220,509 




227,671 




226,475 







1 When computed from the purchasing power of the total income, it appears that the value in current 
money of the wealth on January 1, 1912, should be multiplied by 1.008 m order to arrive at the value of 
the wealth on January 1, 1912, in terms of the prices of January 1, 1913. 

$185,922,000,000X1.008 =$187,409,376,000. 

For data see Table I and columns B and C of Table V. 

2 See Table V, column H. 

' Computed by addition or subtraction from columns B and C. 



If the estimates of saving shown in Table V are accurate, and if the 
Census gives the correct total value for the national wealth in 1912, 
then the items in Table VI cannot be materially in error. 

Although it must be admitted that the figures in the last column of 

i See Table III, column E. 



470 



American Statistical Association 



[46 



Table VI do not correspond to customary ideas of value, it is believed, 
nevertheless, that they represent as closely as the accuracy of the data 
will permit an index of the increase during the decade in wealth, if 
wealth is thought of rather as a mass of goods than as an aggregate of 
values. When viewed from this standpoint it appears that wealth 
grew steadily throughout the decade, with the exception of the last 
year considered, and that the total at the end of the period was about 
one-third greater than that at the beginning. 

TABLE VII 

A COMPARISON OF TOTAL SAVING WITH SAVING BY BUSINESS CONCERNS 

For the Continental United States 



A 


B 


C 


D 


Year 


Total savings of 
nation 1 (millions) 


Business savings 2 
(millions) 


Per cent of total saved 
by business concerns 
100C 
B 


1909 


$5,001 
5,387 
4,221 
5,272 

4,879 

4,183 

7,542 

12,547 

9,237 

-1,844 


$2,346 
2,778 
1,938 
2,697 

2,401 
1,414 
3,341 
6,966 

6,586 
4,907 


46.91 


1910 


51.57 


1911 


45.91 


1912 


51.16 


1913 


49.21 


1914 


33.80 


1915 


44.30 




55.52 


1917 


71 30 


1918 


3 







> See Table V, oolumn F. 
2 See Table II, column C. 
8 Business savings are more than total, which is negative. 



The calculations recorded in Table VII indicate that the business 
enterprises of the country are normally responsible for about 40 per 
cent of the entire saving of the nation and, as might be expected, that 
this percentage increases in years of business prosperity and diminishes 
in times of depression. 



